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Typicgl Diversion Case Suitable for COCOM Action

The following describes hov a typicap. diversion case might be handled

25X1A%9a

by COCOM and ita Seecretariat,

1. The Netherlands delegate informs the COCOM Sacretariet of a
shipment of Iist I copper wire in the Rotterdam Free Port awaiting shipment
to the Soviet Bloc. Information relating to the goods is limited, but it
appears that they were licensed to Italy by Germany and Belgium and were
rerouted from Italy without having entered Italiasn cuetoms territory.

2. The Netherlands delegate requests the Secretarist to call together
the other interested delegates - Belgian, German, and Itelien — to discuss
the case.

3. In order to determine responsibility for the illegal diversions
various questions naturally arise 3 the delegates agree, as eppropriate, to
find out the answers to such questions as:

8. the authenticity of the IC's and DVisg;

b. the reliabllity of the principals of the transactions;

c. the 'rout.ing of the shipments;

d. where title to the goods lies;

e. how the transactions were fingnced H

f. where, on what basis, and how the shipments were redocumented

through the Netherlands to the Soviet Bloc,

In view of the press of other COCOM business, the delegates request the
Secretariat to aésemble s analyze, and distribute info’fmation submitted by
them to the other interested delegates,
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4. At the initial meecting of the interested delegates, the Netherlands
Government, in addition, will be requested to detain the shipment pending
completion of the investigation by the interested countries. Subsequent
meetings, 1f required, would clarify requests for additional information.

5. Upon completion of the investigation the interested delegates will
discuss responeibility for the shipment and where and how the goods can
most easily be returned to the countries of origin or to the country which
is otherwise responsible for the 1llegal diversion. Such questions as
“demurrage and other charges can slso ba resolved and agreements can be made
regarding action required of the various countries. Discussions between
the delegates will necessarily involve interpretations of COCOM agreements
on IC/DV, transit trade, and other matters.

6. Should no agreement be reached in the small group of interested
delegates with the assistance of Secretariat experts the interested delegates
may propose that outstanding points of difference be submitted to the full
Committse for further advice on a possible satisfactory solution of the caes.

7. Should the interested goverrmments sgree it might be desirable for
e sunmary of the case and its disposition to be presented to the full
Comnittee for information indicating their bearing on current COCOM principles

end procedures.

Jenuery 19, 1954
MDAC JEnoll
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varsion Cont Procedur

The channels for the coordination of diversion cases need not be fixed
and arbitrary. In fact, a certain degree of flexibility is desirable.
However, in view of the time urgenéy involved if iilegal diversions are
to be prevented, it is quite important thet information or requests for
actlion be handled as expeditiously as possible, It has besn our experience
that most cases involve the nationals of at least two, and often more,
countries and that the transactions themselves have been made poabiblo
through the illegsl use of export licenses, IC's, DV's, financial, transport,
forwarding, and transit facilities of an equal, if mot larger number of
countries. Most of the transactions have been sc devious that it is impossible
ét first glance to discover the method of diversion, which country or
countries® laws or regulations were violated, and who the responsible
partlies are. The prevention of an ‘illegal diversion and the subsequent
satisfactory solution of the case 1s made more difficult by the unfamiliarity
of various Embassy personnel with East-West trsde controls and problems
arising therefrom and their insbility to cope with the refined, clandestine
tactics employed by the experienced and unscrupulous international traders.

In view of the factors outlined above, and since most cases are such
that they will usually be of interest to two or more Participeting Countries,
the use of COCOM a8 a central point for the coordination of diversion cases
is highly desirable. It would, of course, be understood that the introduction
of a case into COCOM or a request for Secretariat assistance would not be
mandator_y and it would be left to the judgment of the country becoming aware
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of s divereion to decide whether the case can be handled satisfactorily

in some other manner. Hoﬁever, the use of COCOM or its secretariat would
have certain definite advantages. First, it provides the only centralized
place where personnel of all the PC's are available vho are experienced in
East-West trade matters. Where a case involves more than two member |
countries, no single capital offers the same opportunity for multilateral
coordination to prevent the diversion and to assess the responsibility for
the 11legal sotion. Second, activities of this sort in Paris, utilizing
the fecilities and membership of COCOM, can provide a consolidation,
evaluation, and dissemination of information to all interested governments
on pending cases and a basis of expsrience will be given for an analysis

of the effectiveness of controls and recommendetions for required improve-
ments, In ad&ition, coordination in COCOM may enable one country to stop
or prevent an iliegal diversion under legel authqr:lty vwhich a second
interested country does not possess. For exemple, a transaction may be
stopﬁed by the denial of export licensee or by the custome suthorities of
the country of origin. Without proper coordination at this stage, it might
be found impossible to stop the illegal shipment after 1£ reaches a second
country in a 'Eransit status., Although it is unquestionably the responsibility
of esch country to enforce its cwn laws and regulations, it is virtually
imposaible for any one government on its own, no matter how efficient, to
cope through normal diplomatic channels with the international aspects of
diversionary tactics of present-day 11licit treding combinations,

January 19, 1954
MDAC -JKnoll
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